One of the interesting developments on the American banking scene during the post-World War II era has been the increased interest shown by minority groups in the ownership and operation of commercial banks. Of the 81 minority banks in existence at year-end 1975, only 8 were operating in 1945. Fifteen more opened between 1946 and 1969, while 58 date from 1970. Although there were only 81 minority banks among the 14,600 commercial banks in operation at the close of 1975, the net increase in minority banks since the beginning of this decade amounts to over 250 percent, while the increase for nonminority banks amounts to only 12 percent. Of the 81 banks identified as minority institutions, 47 were owned by blacks and 27 were classified as Hispanic-American, with the remainder being distributed among Chinese-American (3), American Indian (2), Asian-American (1), and Multiracial (1) minority groups. Two of these 81 banks were actually organized as nonminority banks, but were later taken over by minority interests. 2
with these unique business circumstances. The primary objective of this study is to analyze those factors that lie behind the successful operation of minority banks.
There are, no doubt, many reasons for the sharp acceleration in the establishment of minority banks during the 1970's. Based on interviews with persons instrumental in organizing a number of these banks, however, three factors emerge as being central to the decision-making process leading to application for a bank charter. The first of these involves an increased awareness by minority group entrepreneurs of the profitability of commercial banking. Indeed, the success of existing minority banks became widely publicized during the late 1960's and early 1970's, and there was reason to believe that economic advances being made by minorities provided an even more advantageous market for banking services. The second factor concerns the improved environment for seeking and obtaining bank charters. Doubtlessly a part of the change in this environment reflected the momentum of civil rights legislation passed during the middle and late 1960's. Likewise, this was the period when minority groups began to achieve greater political influence at both the state and national levels, and this influence, at times, proved effective in "opening the door" to the chartering agencies and breaking bottlenecks for charter applications previously submitted. The third factor focuses on the then growing belief that locally-owned commercial banks could provide a stimulus to economic development in the minority community. Although some have questioned the ability of minority banks to perform this function successfully (see Brimmer [7; p. 399] , organizers of minority banks did in fact envision a significant role for their institutions in the development of minority business enterprise.
The operating characteristics of minority-owned banks have been the focus of a number of studies [2, 3, 4, 5, 6, 7, 8, 11, 13, 14] . Most studies of minority bank financial performance have considered bank operating characteristics in a comparative context. Using this methodology, minority banks have usually been compared to some other group of banks consisting of nonminority institutions, sometimes taking the form of all commercial banks or all nonminority banks. Brimmer [7] , for example, compares the performance of black banks with that of all insured commercial banks and all member banks of the Federal Reserve System. Other studies have also followed the relative performance methodology but have been more selective in choosing comparative sample groups of banks. In a companion to the Brimmer article mentioned above, Irons [11] views the operating characteristics of 18 black banks against a paired sample of 20 nonminority banks and a national average of similarly sized
